
F. V. Nafaie 
Region Business Mgr, 

150 Lawrence Bell Dr. 
Suite 106 

Williamsvllle, NY 14221 
Phone: 716-634-3143 
Fax: 716-634-3145 

E MAIL 

February 29,1996 

To: Division Managers 

Retail Managers 
Key Account Managers 
Account Managers 


SUBJECT; 1995 CO-MARKETING/1996 RETAIL ACCRUAL 


Ladles & Gentlemen: 

I have received some questions relative to our 1995 co-marketing/96 retail accrual flexible funds 

strategy. The following information should help answerthose questions: 

1. Remaining ‘95 co-marketing funds and '96 Retail Accrual Flexible Funds should be 
used to defend o ur Full Price business. The f 96 Retail Accrual Base dollars that fund our 
Partners' Promotions are offensive in nature. 

2. Work through the "price gap math” to determine a discount value when utilizing 
'95 co-marketlng/’96 Retail accrual flexible dollars. 

3. If the discount value Is minimal or 0, discount at the most predominant value In the 
marketplace. 

4. You have the flexibility to discount brands that are not on the grid for the segment 
of business you are working. However, in most Instances, It makes sense to 
promote a brand on the grid for that segment due to the brand being responsive 
to promotion. 

SPECIAL NOTE: 

The responsiveness models suggest that in a cigarette outlet/Reservation Store, we 

can defend our brand better by using the discount value the gap strategy calls for. If the 

strategy calls for a discount rate between 500 to 990, utilize a $1.00 discount. 
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Our Region pricing Information Indicates that we should be gapping our Full Price 
Brands in these outlets at an average rate of 1.27. On average, we are gapping the 
brands at a rate of 2.27. The difference between a 1.27 discount vs. a 2.27 discount is 
probably not enough to generate significant competitive trial. The majority of this 
discounted product is sold to our franchise smokers. Bottom line, we defend these 
brands better by stretching these promotion dollars and keeping the brands promoted for 
longer periods. 


Sincerely, 

FRAY 
F.V. Natale 
FVNtam 

CC; RCF 
SRM 
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